
PART III--FRANCHISING AND REGULATION

SEC. 621. [47 U.S.C. 541] GENERAL FRANCHISE REQUIREMENTS.
        (a)(1) A franchising authority may award, in accordance with the provisions of this title,
1 or more franchises within its jurisdiction; except that a franchising authority may not grant an
exclusive franchise and may not unreasonably refuse to award an additional competitive
franchise. Any applicant whose application for a second franchise has been denied by a final
decision of the franchising authority may appeal such final decision pursuant to the provisions
of section 635 for failure to comply with this subsection.
        (2) Any franchise shall be construed to authorize the construction of a cable system over
public rights-of-way, and through easements, which is within the area to be served by the cable
system and which have been dedicated for compatible uses, except that in using such easements
the cable operator shall ensure--
                (A) that the safety, functioning, and appearance of the property and the
convenience and the safety of other persons not be adversely affected by the installation or
construction of facilities necessary for a cable system;
                (B) that the cost of the installation, construction, operation, or removal of such
facilities be borne by the cable operator or subscriber, or a combination of both; and
                (C) that the owner of the property be justly compensated by the cable operator for
any damages caused by the installation, construction, operation, or removal of such facilities by
the cable operator.
        (3) In awarding a franchise or franchises, a franchising authority shall assure that access
to cable service is not denied to any group of potential residential cable subscribers because of
the income of the residents of the local area in which such group resides. 
        (4) In awarding a franchise, the franchising authority--
                (A) shall allow the applicant's cable system a reasonable period of time to become
capable of providing cable service to all households in the franchise area;
                (B) may require adequate assurance that the cable operator will provide adequate
public, educational, and governmental access channel capacity, facilities, or financial support;
and
                (C) may require adequate assurance that the cable operator has the financial,
technical, or legal qualifications to provide cable service.
        (b)(1) Except to the extent provided in paragraph (2) and subsection (f), a cable operator
may not provide cable service without a franchise.
        (2) Paragraph (1) shall not require any person lawfully providing cable service without a
franchise on July 1, 1984, to obtain a franchise unless the franchising authority so requires.
        (3)(A) If a cable operator or affiliate thereof is engaged in the provision of
telecommunications services--
                (i) such cable operator or affiliate shall not be required to obtain a franchise under
this title for the provision of telecommunications services; and 
                (ii) the provisions of this title shall not apply to such cable operator or affiliate for
the provision of telecommunications services.
        (B) A franchising authority may not impose any requirement under this title that has the
purpose or effect of prohibiting, limiting, restricting, or conditioning the provision of a
telecommunications service by a cable operator or an affiliate thereof.



        (C) A franchising authority may not order a cable operator or affiliate thereof--
                (i) to discontinue the provision of a telecommunications service, or
                (ii) to discontinue the operation of a cable system, to the extent such cable system is
used for the provision of a telecommunications service, by reason of the failure of such cable
operator or affiliate thereof to obtain a franchise or franchise renewal under this title with
respect to the provision of such telecommunications service.
        (D) Except as otherwise permitted by sections 611 and 612, a franchising authority may
not require a cable operator to provide any telecommunications service or facilities, other than
institutional networks, as a condition of the initial grant of a franchise, a franchise renewal, or a
transfer of a franchise.
        (c) Any cable system shall not be subject to regulation as a common carrier or utility by
reason of providing any cable service. 
        (d)(1) A State or the Commission may require the filing of informational tariffs for any
intrastate communications service provided by a cable system, other than cable service, that
would be subject to regulation by the Commission or any State if offered by a common carrier
subject in whole or in part, to title II of this Act. Such informational tariffs shall specify the
rates, terms, and conditions for the provision of such service, including whether it is made
available to all subscribers generally, and shall take effect on the date specified therein. 
        (2) Nothing in this title shall be construed to affect the authority of any State to regulate
any cable operator to the extent that such operator provides any communication service other
than cable service, whether offered on a common carrier or private contract basis. 
        (3) For purposes of this subsection, the term ''State'' has the meaning given it in section
3.
        (e) Nothing in this title shall be construed to affect the authority of any State to license or
otherwise regulate any facility or combination of facilities which serves only subscribers in one
or more multiple unit dwellings under common ownership, control, or management and which
does not use any public right-of-way. 
        (f) No provision of this Act shall be construed to--
                (1) prohibit a local or municipal authority that is also, or is affiliated with, a
franchising authority from operating as a multichannel video programming distributor in the
franchise area, notwithstanding the granting of one or more franchises by such franchising
authority; or
                (2) require such local or municipal authority to secure a franchise to operate as a
multichannel video programming distributor.

SEC. 622. [47 U.S.C. 542] FRANCHISE FEES.
        (a) Subject to the limitation of subsection (b), any cable operator may be required under
the terms of any franchise to pay a franchise fee. 
        (b) For any twelve-month period, the franchise fees paid by a cable operator with respect
to any cable system shall not exceed 5 percent of such cable operator's gross revenues derived
in such period from the operation of the cable system to provide cable services. For purposes
of this section, the 12-month period shall be the 12-month period applicable under the franchise
for accounting purposes. Nothing in this subsection shall prohibit a franchising authority and a
cable operator from agreeing that franchise fees which lawfully could be collected for any such
12-month period shall be paid on a prepaid or deferred basis; except that the sum of the fees



paid during the term of the franchise may not exceed the amount, including the time value of
money, which would have lawfully been collected if such fees had been paid per annum. 
        (c) Each cable operator may identify, consistent with the regulations prescribed by the
Commission pursuant to section 623, as a separate line item on each regular bill of each
subscriber, each of the following:
                (1) The amount of the total bill assessed as a franchise fee and the identity of the
franchising authority to which the fee is paid.
                (2) The amount of the total bill assessed to satisfy any requirements imposed on the
cable operator by the franchise agreement to support public, educational, or governmental
channels or the use of such channels.
                (3) The amount of any other fee, tax, assessment, or charge of any kind imposed
by any governmental authority on the transaction between the operator and the subscriber.
        (d) In any court action under subsection (c), the franchising authority shall demonstrate
that the rate structure reflects all costs of the franchise fees. 
        (e) Any cable operator shall pass through to subscribers the amount of any decrease in a
franchise fee.
        (f) A cable operator may designate that portion of a subscriber's bill attributable to the
franchise fee as a separate item on the bill.
        (g) For the purposes of this section--
                (1) the term ''franchise fee'' includes any tax, fee, or assessment of any kind
imposed by a franchising authority or other governmental entity on a cable operator or cable
subscriber, or both, solely because of their status as such;
                (2) the term ''franchise fee'' does not include--
                        (A) any tax, fee, or assessment of general applicability (including any such
tax, fee, or assessment imposed on both utilities and cable operators or their services but not
including a tax, fee, or assessment which is unduly discriminatory against cable operators or
cable subscribers);
                        (B) in the case of any franchise in effect on the date of the enactment of this
title, payments which are required by the franchise to be made by the cable operator during the
term of such franchise for, or in support of the use of, public, educational, or governmental
access facilities;
                        (C) in the case of any franchise granted after such date of enactment, capital
costs which are required by the franchise to be incurred by the cable operator for public,
educational, or governmental access facilities;
                        (D) requirements or charges incidental to the awarding or enforcing of the
franchise, including payments for bonds, security funds, letters of credit, insurance,
indemnification, penalties, or liquidated damages; or
                        (E) any fee imposed under title 17, United States Code.         (h)(1) Nothing
in this Act shall be construed to limit any authority of a franchising authority to impose a tax,
fee, or other assessment of any kind on any person (other than a cable operator) with respect to
cable service or other communications service provided by such person over a cable system for
which charges are assessed to subscribers but not received by the cable operator.
        (2) For any 12-month period, the fees paid by such person with respect to any such cable
service or other communications service shall not exceed 5 percent of such person's gross
revenues derived in such period from the provision of such service over the cable system.



        (i) Any Federal agency may not regulate the amount of the franchise fees paid by a cable
operator, or regulate the use of funds derived from such fees, except as provided in this
section.

SEC. 623. [47 U.S.C. 543] REGULATION OF RATES.
        (a) COMPETITION PREFERENCE; LOCAL AND FEDERAL 
REGULATION.--
                (1) IN GENERAL.--No Federal agency or State may regulate the rates for the
provision of cable service except to the extent provided under this section and section 612. Any
franchising authority may regulate the rates for the provision of cable service, or any other
communications service provided over a cable system to cable subscribers, but only to the
extent provided under this section. No Federal agency, State, or franchising authority may
regulate the rates for cable service of a cable system that is owned or operated by a local
government or franchising authority within whose jurisdiction that cable system is located and
that is the only cable system located within such jurisdiction.
                (2) PREFERENCE FOR COMPETITION.--If the Commission finds that a cable
system is subject to effective competition, the rates for the provision of cable service by such
system shall not be subject to regulation by the Commission or by a State or franchising
authority under this section. If the Commission finds that a cable system is not subject to
effective competition--
                        (A) the rates for the provision of basic cable service shall be subject to
regulation by a franchising authority, or by the Commission if the Commission exercises
jurisdiction pursuant to paragraph (6), in accordance with the regulations prescribed by the
Commission under subsection (b); and
                        (B) the rates for cable programming services shall be subject to regulation by
the Commission under subsection (c).
                (3) QUALIFICATION OF FRANCHISING AUTHORITY.--A franchising
authority that seeks to exercise the regulatory jurisdiction permitted under paragraph (2)(A)
shall file with the Commission a written certification that--
                        (A) the franchising authority will adopt and administer regulations with
respect to the rates subject to regulation under this section that are consistent with the
regulations prescribed by the Commission under subsection (b);
                        (B) the franchising authority has the legal authority to adopt, and the
personnel to administer, such regulations; and
                        (C) procedural laws and regulations applicable to rate regulation proceedings
by such authority provide a reasonable opportunity for consideration of the views of interested
parties.
                (4) APPROVAL BY COMMISSION.--A certification filed by a franchising
authority under paragraph (3) shall be effective 30 days after the date on which it is filed unless
the Commission finds, after notice to the authority and a reasonable opportunity for the
authority to comment, that--
                        (A) the franchising authority has adopted or is administering regulations with
respect to the rates subject to regulation under this section that are not consistent with the
regulations prescribed by the Commission under subsection (b);
                        (B) the franchising authority does not have the legal authority to adopt, or



the personnel to administer, such regulations; or
                        (C) procedural laws and regulations applicable to rate regulation proceedings
by such authority do not provide a reasonable opportunity for consideration of the views of
interested parties.
        If the Commission disapproves a franchising authority's certification, the Commission
shall notify the franchising authority of any revisions or modifications necessary to obtain
approval.
                (5) REVOCATION OF JURISDICTION.--Upon petition by a cable operator or
other interested party, the Commission shall review the regulation of cable system rates by a
franchising authority under this subsection. A copy of the petition shall be provided to the
franchising authority by the person filing the petition. If the Commission finds that the
franchising authority has acted inconsistently with the requirements of this subsection, the
Commission shall grant appropriate relief. If the Commission, after the franchising authority has
had a reasonable opportunity to comment, determines that the State and local laws and
regulations are not in conformance with the regulations prescribed by the Commission under
subsection (b), the Commission shall revoke the jurisdiction of such authority.
                (6) EXERCISE OF JURISDICTION BY COMMISSION.--If the Commission
disapproves a franchising authority's certification under paragraph (4), or revokes such
authority's jurisdiction under  paragraph (5), the Commission shall exercise the franchising
authority's regulatory jurisdiction under paragraph (2)(A) until the franchising authority has
qualified to exercise that jurisdiction by filing a new certification that meets the requirements of
paragraph (3). Such new certification shall be effective upon approval by the Commission. The
Commission shall act to approve or disapprove any such new certification within 90 days after
the date it is filed.
                (7) AGGREGATION OF EQUIPMENT COSTS.--
                        (A) IN GENERAL.--The Commission shall allow cable operators, pursuant
to any rules promulgated under subsection (b)(3), to aggregate, on a franchise, system,
regional, or company level, their equipment costs into broad categories, such as converter
boxes, regardless of the varying levels of functionality of the equipment within each such broad
category. Such aggregation shall not be permitted with respect to equipment used by
subscribers who receive only a rate regulated basic service tier.
                        (B) REVISION TO COMMISSION RULES; FORMS.--Within 120 days of
the date of enactment of the Telecommunications Act of 1996, the Commission shall issue
revisions to the appropriate rules and forms necessary to implement subparagraph (A).
        (b) ESTABLISHMENT OF BASIC SERVICE TIER RATE REGULATIONS.--
                (1) COMMISSION OBLIGATION TO SUBSCRIBERS.--The Commission shall,
by regulation, ensure that the rates for the basic service tier are reasonable. Such regulations
shall be designed to achieve the goal of protecting subscribers of any cable system that is not
subject to effective competition from rates for the basic service tier that exceed the rates that
would be charged for the basic service tier if such cable system were subject to effective
competition.
                (2) COMMISSION REGULATIONS.--Within 180 days after the date of
enactment of the Cable Television Consumer Protection and Competition Act of 1992, the
Commission shall prescribe, and periodically thereafter revise, regulations to carry out its
obligations under paragraph (1). In prescribing such regulations, the Commission--



                        (A) shall seek to reduce the administrative burdens on subscribers, cable
operators, franchising authorities, and the Commission;
                        (B) may adopt formulas or other mechanisms and procedures in complying
with the requirements of subparagraph (A); and
                        (C) shall take into account the following factors:
                                (i) the rates for cable systems, if any, that are subject to effective
competition;
                                (ii) the direct costs (if any) of obtaining, transmitting, and otherwise
providing signals carried on the basic service tier, including signals and services carried on the
basic service tier pursuant to paragraph (7)(B), and changes in such costs;
                                (iii) only such portion of the joint and common costs (if any) of 
obtaining, transmitting, and otherwise providing such signals as is determined, in accordance
with regulations prescribed by the Commission, to be reasonably and properly allocable to the
basic service tier, and changes in such costs; 
                                (iv) the revenues (if any) received by a cable operator from advertising
from programming that is carried as part of the basic service tier or from other consideration
obtained in connection with the basic service tier;
                                (v) the reasonably and properly allocable portion of any amount
assessed as a franchise fee, tax, or charge of any kind imposed by any State or local authority
on the transactions between cable operators and cable subscribers or any other fee, tax, or
assessment of general applicability imposed by a governmental entity applied against cable
operators or cable subscribers;
                                (vi) any amount required, in accordance with paragraph (4), to satisfy
franchise requirements to support public, educational, or governmental channels or the use of
such channels or any other services required under the franchise; and
                                (vii) a reasonable profit, as defined by the Commission consistent with
the Commission's obligations to subscribers under paragraph (1). 
                (3) EQUIPMENT.--The regulations prescribed by the Commission under this
subsection shall include standards to establish, on the basis of actual cost, the price or rate for--
                        (A) installation and lease of the equipment used by subscribers to receive the
basic service tier, including a converter box and a remote control unit and, if requested by the
subscriber, such addressable converter box or other equipment as is required to access
programming described in paragraph (8); and
                        (B) installation and monthly use of connections for additional television
receivers. 
                (4) COSTS OF FRANCHISE REQUIREMENTS.--The regulations prescribed by
the Commission under this subsection shall include standards to identify costs attributable to
satisfying franchise requirements to support public, educational, and governmental channels or
the use of such channels or any other services required under the franchise.
                (5) IMPLEMENTATION AND ENFORCEMENT.--The regulations prescribed
by the Commission under this subsection shall include additional standards, guidelines, and
procedures concerning the implementation and enforcement of such regulations, which shall
include--
                        (A) procedures by which cable operators may implement and franchising
authorities may enforce the regulations prescribed by the Commission under this subsection;



                        (B) procedures for the expeditious resolution of disputes between cable
operators and franchising authorities concerning the administration of such regulations;
                        (C) standards and procedures to prevent unreasonable charges for changes in
the subscriber's selection of services or equipment subject to regulation under this section,
which standards shall require that charges for changing the service tier selected shall be based
on the cost of such change and shall not exceed nominal amounts when the system's
configuration permits changes in service tier selection to be effected solely by coded entry on a
computer terminal or by other similarly simple method; and
                        (D) standards and procedures to assure that subscribers receive notice of the
availability of the basic service tier required under this section.
                (6) NOTICE.--The procedures prescribed by the Commission pursuant to
paragraph (5)(A) shall require a cable operator to provide 30 days' advance notice to a
franchising authority of any increase proposed in the price to be charged for the basic service
tier.
                (7) COMPONENTS OF BASIC TIER SUBJECT TO RATE REGULATION.--
                        (A) MINIMUM CONTENTS.--Each cable operator of a cable system shall
provide its subscribers a separately available basic service tier to which subscription is required
for access to any other tier of service. Such basic service tier shall, at a minimum, consist of
the following:
                                (i) All signals carried in fulfillment of the requirements of sections 614
and 615.
                                (ii) Any public, educational, and governmental access programming
required by the franchise of the cable system to be provided to subscribers.
                                (iii) Any signal of any television broadcast station that is provided by
the cable operator to any subscriber, except a signal which is secondarily transmitted by a
satellite carrier beyond the local service area of such station.
                        (B) PERMITTED ADDITIONS TO BASIC TIER.--A cable operator may
add additional video programming signals or services to the basic service tier. Any such
additional signals or services provided on the basic service tier shall be provided to subscribers
at rates determined under the regulations prescribed by the Commission under this subsection.
                (8) BUY-THROUGH OF OTHER TIERS PROHIBITED.--
                        (A) PROHIBITION.--A cable operator may not require the subscription to
any tier other than the basic service tier required by paragraph (7) as a condition of access to
video programming offered on a per channel or per program basis. A cable operator may not
discriminate between subscribers to the basic service tier and other subscribers with regard to
the rates charged for video programming offered on a per channel or per program basis.
                        (B) EXCEPTION; LIMITATION.--The prohibition in subparagraph (A)
shall not apply to a cable system that, by reason of the lack of addressable converter boxes or
other technological limitations, does not permit the operator to offer programming on a per
channel or per program basis in the same manner required by subparagraph (A). This
subparagraph shall not be available to any cable operator after--
                                (i) the technology utilized by the cable system is modified or improved
in a way that eliminates such technological limitation; or
                                (ii) 10 years after the date of enactment of the Cable Television
Consumer Protection and Competition Act of 1992, subject to subparagraph (C).



                        (C) WAIVER.--If, in any proceeding initiated at the request of any cable
operator, the Commission determines that compliance with the requirements of subparagraph
(A) would require the cable operator to increase its rates, the Commission may, to the extent
consistent with the public interest, grant such cable operator a waiver from such requirements
for such specified period as the Commission determines reasonable and appropriate.
        (c) REGULATION OF UNREASONABLE RATES.--
                (1) COMMISSION REGULATIONS.--Within 180 days after the date of
enactment of the Cable Television Consumer Protection and Competition Act of 1992, the
Commission shall, by regulation, establish the following:
                        (A) criteria prescribed in accordance with paragraph (2) for identifying, in
individual cases, rates for cable programming services that are unreasonable;
                        (B) fair and expeditious procedures for the receipt, consideration, and
resolution of complaints from any franchising authority (in accordance with paragraph (3))
alleging that a rate for cable programming services charged by a cable operator violates the
criteria prescribed under subparagraph (A), which procedures shall include the minimum
showing that shall be required for a complaint to obtain Commission consideration and
resolution of whether the rate in question is unreasonable; and
                        (C) the procedures to be used to reduce rates for cable programming
services that are determined by the Commission to be unreasonable and to refund such portion
of the rates or charges that were paid by subscribers after the filing of the first complaint filed
with the franchising authority under paragraph (3) and that are determined to be unreasonable.
                (2) FACTORS TO BE CONSIDERED.--In establishing the criteria for
determining in individual cases whether rates for cable programming services are unreasonable
under paragraph (1)(A), the Commission shall consider, among other factors--
                        (A) the rates for similarly situated cable systems offering comparable cable
programming services, taking into account similarities in facilities, regulatory and governmental
costs, the number of subscribers, and other relevant factors;
                        (B) the rates for cable systems, if any, that are subject to effective
competition;
                        (C) the history of the rates for cable programming services of the system,
including the relationship of such rates to changes in general consumer prices;
                        (D) the rates, as a whole, for all the cable programming, cable equipment,
and cable services provided by the system, other than programming provided on a per channel
or per program basis;
                        (E) capital and operating costs of the cable system, including the quality and
costs of the customer service provided by the cable system; and
                        (F) the revenues (if any) received by a cable operator from advertising from
programming that is carried as part of the service for which a rate is being established, and
changes in such revenues, or from other consideration obtained in connection with the cable
programming services concerned.
                (3) REVIEW OF RATE CHANGES.--The Commission shall review any
complaint submitted by a franchising authority after the date of enactment of the
Telecommunications Act of 1996 concerning an increase in rates for cable programming
services and issue a final order within 90 days after it receives such a complaint, unless the
parties agree to extend the period for such review. A franchising authority may not file a



complaint under this paragraph unless, within 90 days after such increase becomes effective it
receives subscriber complaints.
                (4) SUNSET OF UPPER TIER RATE REGULATION.--This subsection shall not
apply to cable programming services provided after March 31, 1999.
        (d) UNIFORM RATE STRUCTURE REQUIRED.--A cable operator shall have a rate
structure, for the provision of cable service, that is uniform throughout the geographic area in
which cable service is provided over its cable system. This subsection does not apply to (1) a
cable operator with respect to the provision of cable service over its cable system in any
geographic area in which the video programming services offered by the operator in that area
are subject to effective competition, or (2) any video programming offered on a per channel or
per program basis. Bulk discounts to multiple dwelling units shall not be subject to this
subsection, except that a cable operator of a cable system that is not subject to effective
competition may not charge predatory prices to a multiple dwelling unit. Upon a prima facie
showing by a complainant that there are reasonable grounds to believe that the discounted price
is predatory, the cable system shall have the burden of showing that its discounted price is not
predatory.
        (e) DISCRIMINATION; SERVICES FOR THE HEARING IMPAIRED.--Nothing in
this title shall be construed as prohibiting any Federal agency, State, or a franchising authority
from--
                (1) prohibiting discrimination among subscribers and potential subscribers to cable
service, except that no Federal agency, State, or franchising authority may prohibit a cable
operator from offering reasonable discounts to senior citizens or other economically
disadvantaged group discounts; or
                (2) requiring and regulating the installation or rental of equipment which facilitates
the reception of cable service by hearing impaired individuals.
        (f) NEGATIVE OPTION BILLING PROHIBITED.--A cable operator shall not charge a
subscriber for any service or equipment that the subscriber has not affirmatively requested by
name. For purposes of this subsection, a subscriber's failure to refuse a cable operator's
proposal to provide such service or equipment shall not be deemed to be an affirmative request
for such service or equipment.
        (g) COLLECTION OF INFORMATION.--The Commission shall, by regulation, require
cable operators to file with the Commission or a franchising authority, as appropriate, within
one year after the date of enactment of the Cable Television Consumer Protection and
Competition Act of 1992 and annually thereafter, such financial information as may be needed
for purposes of administering and enforcing this section.
        (h) PREVENTION OF EVASIONS.--Within 180 days after the date of enactment of the
Cable Television Consumer Protection and Competition Act of 1992, the Commission shall, by
regulation, establish standards, guidelines, and procedures to prevent evasions, including
evasions that result from retiering, of the requirements of this section and shall, thereafter,
periodically review and revise such standards, guidelines, and procedures.
        (i) SMALL SYSTEM BURDENS.--In developing and prescribing regulations pursuant
to this section, the Commission shall design such regulations to reduce the administrative
burdens and cost of compliance for cable systems that have 1,000 or fewer subscribers.
        (j) RATE REGULATION AGREEMENTS.--During the term of an agreement made
before July 1, 1990, by a franchising authority and a cable operator providing for the



regulation of basic cable service rates, where there was not effective competition under
Commission rules in effect on that date, nothing in this section (or the regulations thereunder)
shall abridge the ability of such franchising authority to regulate rates in accordance with such
an agreement.
        (k) REPORTS ON AVERAGE PRICES.--The Commission shall annually publish
statistical reports on the average rates for basic cable service and other cable programming, and
for converter boxes, remote control units, and other equipment, of--
                (1) cable systems that the Commission has found are subject to effective
competition under subsection (a)(2), compared with
                (2) cable systems that the Commission has found are not subject to such effective
competition.
        (l) DEFINITIONS.--As used in this section--
                (1) The term ''effective competition'' means that--
                        (A) fewer than 30 percent of the households in the franchise area subscribe
to the cable service of a cable system; 
                        (B) the franchise area is--
                                (i) served by at least two unaffiliated multichannel video programming
distributors each of which offers comparable video programming to at least 50 percent of the
households in the franchise area; and
                                (ii) the number of households subscribing to programming services
offered by multichannel video programming distributors other than the largest multichannel
video programming distributor exceeds 15 percent of the households in the franchise area;
                        (C) a multichannel video programming distributor operated by the
franchising authority for that franchise area offers video programming to at least 50 percent of
the households in that franchise area; or
                        (D) a local exchange carrier or its affiliate (or any multichannel video
programming distributor using the facilities of such carrier or its affiliate) offers video
programming services directly to subscribers by any means (other than direct-to-home satellite
services) in the franchise area of an unaffiliated cable operator which is providing cable service
in that franchise area, but only if the video programming services so offered in that area are
comparable to the video programming services provided by the unaffiliated cable operator in
that area.
                (2) The term ''cable programming service'' means any video programming
provided over a cable system, regardless of service tier, including installation or rental of
equipment used for the receipt of such video programming, other than (A) video programming
carried on the basic service tier, and (B) video programming offered on a per channel or per
program basis.
        (m) SPECIAL RULES FOR SMALL COMPANIES.--
                (1) IN GENERAL.--Subsections (a), (b), and (c) do not apply to a small cable
operator with respect to--
                        (A) cable programming services, or
                        (B) a basic service tier that was the only service tier subject to regulation as
of December 31, 1994,
                in any franchise area in which that operator services 50,000 or fewer subscribers.
                (2) DEFINITION OF SMALL CABLE OPERATOR.--For purposes of this



subsection, the term ''small cable operator'' means a cable operator that, directly or through an
affiliate, serves in the aggregate fewer than 1 percent of all subscribers in the United States and
is not affiliated with any entity or entities whose gross annual revenues in the aggregate exceed
$250,000,000.
        (n) TREATMENT OF PRIOR YEAR LOSSES.--Notwithstanding any other provision
of this section or of section 612, losses associated with a cable system (including losses
associated with the grant or award of a franchise) that were incurred prior to September 4,
1992, with respect to a cable system that is owned and operated by the original franchisee of
such system shall not be disallowed, in whole or in part, in the determination of whether the
rates for any tier of service or any type of equipment that is subject to regulation under this
section are lawful.

SEC. 624. [47 U.S.C. 544] REGULATION OF SERVICES, FACILITIES, AND
EQUIPMENT.
        (a) Any franchising authority may not regulate the services, facilities, and equipment
provided by a cable operator except to the extent consistent with this title. 
        (b) In the case of any franchise granted after the effective date of this title, the franchising
authority, to the extent related to the establishment or operation of a cable system-- 
                (1) in its request for proposals for a franchise (including requests for renewal
proposals, subject to section 626), may establish requirements for facilities and equipment, but
may not, except as provided in subsection (h), establish requirements for video programming or
other information services; and 
                (2) subject to section 625, may enforce any requirements contained within the
franchise-- 
                        (A) for facilities and equipment; and 
                        (B) for broad categories of video programming or other services. 
        (c) In the case of any franchise in effect on the effective date of this title, the franchising
authority may, subject to section 625, enforce requirements contained within the franchise for
the provision of services, facilities, and equipment, whether or not related to the establishment
or operation of a cable system. 
        (d)(1) Nothing in this title shall be construed as prohibiting a franchising authority and a
cable operator from specifying, in a franchise or renewal thereof, that certain cable services
shall not be provided or shall be provided subject to conditions, if such cable services are
obscene or are otherwise unprotected by the Constitution of the United States. 
        (2) In order to restrict the viewing of programming which is obscene or indecent, upon
the request of a subscriber, a cable operator shall provide (by sale or lease) a device by which
the subscriber can prohibit viewing of a particular cable service during periods selected by that
subscriber. 
        (3)(A) If a cable operator provides a premium channel without charge to cable
subscribers who do not subscribe to such premium channel, the cable operator shall, not later
than 30 days before such premium channel is provided without charge--
                (i) notify all cable subscribers that the cable operator plans to provide a premium
channel without charge;
                (ii) notify all cable subscribers when the cable operator plans to offer a premium
channel without charge;



                (iii) notify all cable subscribers that they have a right to request that the channel
carrying the premium channel be blocked; and
                (iv) block the channel carrying the premium channel upon the request of a
subscriber.
        (B) For the purpose of this section, the term ''premium channel'' shall mean any pay
service offered on a per channel or per program basis, which offers movies rated by the
Motion Picture Association of America as X, NC-17, or R.
        (e) Within one year after the date of enactment of the Cable Television Consumer
Protection and Competition Act of 1992, the Commission shall prescribe regulations which
establish minimum technical standards relating to cable systems' technical operation and signal
quality. The Commission shall update such standards periodically to reflect improvements in
technology. No State or franchising authority may prohibit, condition, or restrict a cable
system's use of any type of subscriber equipment or any transmission technology.
        (f)(1) Any Federal agency, State, or franchising authority may not impose requirements
regarding the provision or content of cable services, except as expressly provided in this title. 
        (2) Paragraph (1) shall not apply to-- 
                (A) any rule, regulation, or order issued under any Federal law, as such rule,
regulation, or order (i) was in effect on September 21, 1983, or (ii) may be amended after such
date if the rule, regulation, or order as amended is not inconsistent with the express provisions
of this title; and 
                (B) any rule, regulation, or order under title 17, United States Code. 
        (g) Notwithstanding any such rule, regulation, or order, each cable operator shall comply
with such standards as the Commission shall prescribe to ensure that viewers of video
programming on cable systems are afforded the same emergency information as is afforded by
the emergency broadcasting system pursuant to Commission regulations in subpart G of part
73, title 47, Code of Federal Regulations.
        (h) A franchising authority may require a cable operator to do any one or more of the
following:
                (1) Provide 30 days' advance written notice of any change in channel assignment
or in the video programming service provided over any such channel.
                (2) Inform subscribers, via written notice, that comments on programming and
channel position changes are being recorded by a designated office of the franchising authority.
        (i) Within 120 days after the date of enactment of this subsection, the Commission shall
prescribe rules concerning the disposition, after a subscriber to a cable system terminates
service, of any cable installed by the cable operator within the premises of such subscriber.

SEC. 624A. [47 U.S.C. 544a] CONSUMER ELECTRONICS EQUIPMENT
COMPATIBILITY.
        (a) FINDINGS.--The Congress finds that--
                (1) new and recent models of television receivers and video cassette recorders
often contain premium features and functions that are disabled or inhibited because of cable
scrambling, encoding, or encryption technologies and devices, including converter boxes and
remote control devices required by cable operators to receive programming;
                (2) if these problems are allowed to persist, consumers will be less likely to



purchase, and electronics equipment manufacturers will be less likely to develop, manufacture,
or offer for sale, television receivers and video cassette recorders with new and innovative
features and functions;
                (3) cable operators should use technologies that will prevent signal thefts while
permitting consumers to benefit from such features and functions in such receivers and
recorders; and
                (4) compatibility among televisions, video cassette recorders, and cable systems can
be assured with narrow technical standards that mandate a minimum degree of common design
and operation, leaving all features, functions, protocols, and other product and service options
for selection through open competition in the market.
        (b) COMPATIBLE INTERFACES.--
                (1) REPORT; REGULATIONS.--Within 1 year after the date of enactment of this
section, the Commission, in consultation with representatives of the cable industry and the
consumer electronics industry, shall report to Congress on means of assuring compatibility
between televisions and video cassette recorders and cable systems, consistent with the need to
prevent theft of cable service, so that cable subscribers will be able to enjoy the full benefit of
both the programming available on cable systems and the functions available on their televisions
and video cassette recorders. Within 180 days after the date of submission of the report
required by this subsection, the Commission shall issue such regulations as are necessary to
assure such compatibility.
                (2) SCRAMBLING AND ENCRYPTION.--In issuing the regulations referred to
in paragraph (1), the Commission shall determine whether and, if so, under what circumstances
to permit cable systems to scramble or encrypt signals or to restrict cable systems in the manner
in which they encrypt or scramble signals, except that the Commission shall not limit the use of
scrambling or encryption technology where the use of such technology does not interfere with
the functions of subscribers' television receivers or video cassette recorders.
        (c) RULEMAKING REQUIREMENTS.--
                (1) FACTORS TO BE CONSIDERED.--In prescribing the regulations required by
this section, the Commission shall consider--
                        (A) the need to maximize open competition in the market for all features,
functions, protocols, and other product and service options of converter boxes and other cable
converters unrelated to the descrambling or decryption of cable television signals;
                        (B) the costs and benefits to consumers of imposing compatibility
requirements on cable operators and television manufacturers in a manner that, while providing
effective protection against theft or unauthorized reception of cable service, will minimize
interference with or nullification of the special functions of subscribers' television receivers or
video cassette recorders, including functions that permit the subscriber--
                                (i) to watch a program on one channel while simultaneously using a
video cassette recorder to tape a program on another channel;
                                (ii) to use a video cassette recorder to tape two consecutive programs
that appear on different channels; and
                                (iii) to use advanced television picture generation and display features;
and
                        (C) the need for cable operators to protect the integrity of the signals
transmitted by the cable operator against theft or to protect such signals against unauthorized



reception.
                (2) Regulations required.--The regulations prescribed by the Commission under this
section shall include such regulations as are necessary--
                        (A) to specify the technical requirements with which a television receiver or
video cassette recorder must comply in order to be sold as ''cable compatible'' or ''cable
ready'';
                        (B) to require cable operators offering channels whose reception requires a
converter box--
                                (i) to notify subscribers that they may be unable to benefit from the
special functions of their television receivers and video cassette recorders, including functions
that permit subscribers--
                                        (I) to watch a program on one channel while simultaneously
using a video cassette recorder to tape a program on another channel;
                                        (II) to use a video cassette recorder to tape two consecutive
programs that appear on different channels; and
                                        (III) to use advanced television picture generation and display
features; and
                                (ii) to the extent technically and economically feasible, to offer
subscribers the option of having all other channels delivered directly to the subscribers'
television receivers or video cassette recorders without passing through the converter box;
                        (C) to promote the commercial availability, from cable operators and retail
vendors that are not affiliated with cable systems, of converter boxes and of remote control
devices compatible with converter boxes;
                        (D) to ensure that any standards or regulations developed under the authority
of this section to ensure compatibility between televisions, video cassette recorders, and cable
systems do not affect features, functions, protocols, and other product and service options other
than those specified in paragraph (1)(B), including telecommunications interface equipment,
home automation communications, and computer network services;
                        (E) to require a cable operator who offers subscribers the option of renting a
remote control unit--
                                (i) to notify subscribers that they may purchase a commercially
available remote control device from any source that sells such devices rather than renting it
from the cable operator; and
                                (ii) to specify the types of remote control units that are compatible with
the converter box supplied by the cable operator; and
                        (F) to prohibit a cable operator from taking any action that prevents or in
any way disables the converter box supplied by the cable operator from operating compatibly
with commercially available remote control units.
        (d) REVIEW OF REGULATIONS.--The Commission shall periodically review and, if
necessary, modify the regulations issued pursuant to this section in light of any actions taken in
response to such regulations and to reflect improvements and changes in cable systems,
television receivers, video cassette recorders, and similar technology.

SEC. 625. [47 U.S.C. 545] MODIFICATION OF FRANCHISE OBLIGATIONS.
        (a)(1) During the period a franchise is in effect, the cable operator may obtain from the



franchising authority modifications of the requirements in such franchise--
                (A) in the case of any such requirement for facilities or equipment, including
public, educational, or governmental access facilities or equipment, if the cable operator
demonstrates that (i) it is commercially impracticable for the operator to comply with such
requirement, and (ii) the proposal by the cable operator for modification of such requirement is
appropriate because of commercial impracticability; or
                (B) in the case of any such requirement for services, if the cable operator
demonstrates that the mix, quality, and level of services required by the franchise at the time it
was granted will be maintained after such modification.
        (2) Any final decision by a franchising authority under this subsection shall be made in a
public proceeding. Such decision shall be made within 120 days after receipt of such request by
the franchising authority, unless such 120-day period is extended by mutual agreement of the
cable operator and the franchising authority.
        (b)(1) Any cable operator whose request for modification under subsection (a) has been
denied by a final decision of a franchising authority may obtain modification of such franchise
requirements pursuant to the provisions of section 635.
        (2) In the case of any proposed modification of a requirement for facilities or equipment,
the court shall grant such modification only if the cable operator demonstrates to the court that--
                (A) it is commercially impracticable for the operator to comply with such
requirement; and
                (B) the terms of the modification requested are appropriate because of commercial
impracticability.
        (3) In the case of any proposed modification of a requirement for services, the court shall
grant such modification only if the cable operator demonstrates to the court that the mix,
quality, and level of services required by the franchise at the time it was granted will be
maintained after such modification.
        (c) Notwithstanding subsections (a) and (b), a cable operator may, upon 30 days' advance
notice to the franchising authority, rearrange, replace, or remove a particular cable service
required by the franchise if--
                (1) such service is no longer available to the operator; or
                (2) such service is available to the operator only upon the payment of a royalty
required under section 801(b)(2) of title 17, United States Code, which the cable operator can
document--
                        (A) is substantially in excess of the amount of such payment required on the
date of the operator's offer to provide such service, and
                        (B) has not been specifically compensated for through a rate increase or
other adjustment.
        (d) Notwithstanding subsections (a) and (b), a cable operator may take such actions to
rearrange a particular service from one service tier to another, or otherwise offer the service, if
the rates for all of the service tiers involved in such actions are not subject to regulation under
section 623.
        (e) A cable operator may not obtain modification under this section of any requirement
for services relating to public, educational, or governmental access.
        (f) For purposes of this section, the term ''commercially impracticable'' means, with
respect to any requirement applicable to a cable operator, that it is commercially impracticable



for the operator to comply with such requirement as a result of a change in conditions which is
beyond the control of the operator and the nonoccurrence of which was a basic assumption on
which the requirement was based.

SEC. 626. [47 U.S.C. 546] RENEWAL.
        (a)(1) A franchising authority may, on its own initiative during the 6-month period which
begins with the 36th month before the franchise expiration, commence a proceeding which
affords the public in the franchise area appropriate notice and participation for the purpose of
(A) identifying the future cable-related community needs and interests, and (B) reviewing the
performance of the cable operator under the franchise during the then current franchise term. If
the cable operator submits, during such 6-month period, a written renewal notice requesting the
commencement of such a proceeding, the franchising authority shall commence such a
proceeding not later than 6 months after the date such notice is submitted.
        (2) The cable operator may not invoke the renewal procedures set forth in subsections (b)
through (g) unless--
                (A) such a proceeding is requested by the cable operator by timely submission of
such notice; or
                (B) such a proceeding is commenced by the franchising authority on its own
initiative.
        (b)(1) Upon completion of a proceeding under subsection (a), a cable operator seeking
renewal of a franchise may, on its own initiative or at the request of a franchising authority,
submit a proposal for renewal.
        (2) Subject to section 624, any such proposal shall contain such material as the
franchising authority may require, including proposals for an upgrade of the cable system.
        (3) The franchising authority may establish a date by which such proposal shall be
submitted.
        (c)(1) Upon submittal by a cable operator of a proposal to the franchising authority for
the renewal of a franchise pursuant to subsection (b), the franchising authority shall provide
prompt public notice of such proposal and, during the 4-month period which begins on the date
of the submission of the cable operator's proposal pursuant to subsection (b), renew the
franchise or, issue a preliminary assessment that the franchise should not be renewed and, at
the request of the operator or on its own initiative, commence an administrative proceeding,
after providing prompt public notice of such proceeding, in accordance with paragraph (2) to
consider whether--
                (A) the cable operator has substantially complied with the material terms of the
existing franchise and with applicable law;
                (B) the quality of the operator's service, including signal quality, response to
consumer complaints, and billing practices, but without regard to the mix or quality of cable
services or other services provided over the system, has been reasonable in light of community
needs;
                (C) the operator has the financial, legal, and technical ability to provide the
services, facilities, and equipment as set forth in the operator's proposal; and
                (D) the operator's proposal is reasonable to meet the future cable-related
community needs and interests, taking into account the cost of meeting such needs and interests.
        (2) In any proceeding under paragraph (1), the cable operator shall be afforded adequate



notice and the cable operator and the franchise authority, or its designee, shall be afforded fair
opportunity for full participation, including the right to introduce evidence (including evidence
related to issues raised in the proceeding under subsection (a)), to require the production of
evidence, and to question witnesses. A transcript shall be made of any such proceeding.
        (3) At the completion of a proceeding under this subsection, the franchising authority
shall issue a written decision granting or denying the proposal for renewal based upon the
record of such proceeding, and transmit a copy of such decision to the cable operator. Such
decision shall state the reasons therefor.
        (d) Any denial of a proposal for renewal that has been submitted in compliance with
subsection (b) shall be based on one or more adverse findings made with respect to the factors
described in subparagraphs (A) through (D) of subsection (c)(1), pursuant to the record of the
proceeding under subsection (c). A franchising authority may not base a denial of renewal on a
failure to substantially comply with the material terms of the franchise under subsection
(c)(1)(A) or on events considered under subsection (c)(1)(B) in any case in which a violation of
the franchise or the events considered under subsection (c)(1)(B) occur after the effective date
of this title unless the franchising authority has provided the operator with notice and the
opportunity to cure, or in any case in which it is documented that the franchising authority has
waived its right to object, or the cable operator gives written notice  of a failure or inability to
cure and the franchising authority fails to object within a reasonable time after receipt of such
notice.
        (e)(1) Any cable operator whose proposal for renewal has been denied by a final decision
of a franchising authority made pursuant to this section, or has been adversely affected by a
failure of the franchising authority to act in accordance with the procedural requirements of this
section, may appeal such final decision or failure pursuant to the provisions of section 635.
        (2) The court shall grant appropriate relief if the court finds that--
                (A) any action of the franchising authority, other than harmless error, is not in
compliance with the procedural requirements of this section; or
                (B) in the event of a final decision of the franchising authority denying the renewal
proposal, the operator has demonstrated that the adverse finding of the franchising authority
with respect to each of the factors described in subparagraphs (A) through (D) of subsection
(c)(1) on which the denial is based is not supported by a preponderance of the evidence, based
on the record of the proceeding conducted under subsection (c).
        (f) Any decision of a franchising authority on a proposal for renewal shall not be
considered final unless all administrative review by the State has occurred or the opportunity
therefor has lapsed.
        (g) For purposes of this section, the term ''franchise expiration'' means the date of the
expiration of the term of the franchise, as provided under the franchise, as it was in effect on
the date of the enactment of this title.
        (h) Notwithstanding the provisions of subsections (a) through (g) of this section, a cable
operator may submit a proposal for the renewal of a franchise pursuant to this subsection at any
time, and a franchising authority may, after affording the public adequate notice and
opportunity for comment, grant or deny such proposal at any time (including after proceedings
pursuant to this section have commenced). The provisions of subsections (a) through (g) of this
section shall not apply to a decision to grant or deny a proposal under this subsection. The
denial of a renewal pursuant to this subsection shall not affect action on a renewal proposal that



is submitted in accordance with subsections (a) through (g).
        (i) Notwithstanding the provisions of subsections (a) through (h), any lawful action to
revoke a cable operator's franchise for cause shall not be negated by the subsequent initiation of
renewal proceedings by the cable operator under this section.


